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Thank you, Ed. Governor Carcieri and Mayor Cicilline and members of the business community.  
Today I want to address three topics:

·  Why Lifespan is sensitive to your concerns about rising healthcare costs, 
· Why Rhode Island can’t wait for national health reform, and 
· How these issues are linked to the future economic vitality of the state
Our current financial challenges remind me of my introduction to Rhode Island almost eleven years ago. Shortly after I came to Rhode Island, I delivered a speech at the Rhode Island Public Expenditure Council’s Annual Meeting that outlined the challenges we faced in health care: a decrease in hospital admissions, shorter length of stay, an extraordinary growth in Medicare managed care, and decreased revenue resulting from the Balanced Budget Act.  At the time, the Lifespan system was struggling to address a $50 million deficit, our buildings and infrastructure were in dire need of upgrades and our employees were not paid competitive wages.  To us, the landscape then looked as daunting as the one before us today.  
In response, our system made significant changes to restore our financial footing. We focused on sound financial management and we rededicated our efforts to enhance the individual patient experiences and the quality of their care 
In some respects, with the notable exception of the investment losses, today’s challenges look similar. The challenges facing all hospitals in the state include an increased numbers of patients with no insurance or high deductible plans, reduced volume as patients delay or cancel elective procedures, decreased average length of stay, and cuts in Medicaid--$19 million in cuts affecting Lifespan hospitals alone were included in the supplemental budget for 2009, and more cuts are proposed in the FY 2010 budget.  Also, losses in the investment portfolio have impacted our cash reserves. Once again, we needed to respond to these challenges and that is precisely what we did when we announced our Performance Improvement Plan in early April.  
Rising healthcare costs impact Lifespan as well.  As many of you may know Lifespan is the largest private employer in the state, employing nearly 12,000 individuals. Lifespan has a total employee health expense of $95.4 million of which our employees pay $17.3 million and Lifespan pays $78.1 million.
The irony of course is that as the Chief Executive Officer of the largest healthcare enterprise in state and in southern New England, one would think that I can have great influence on my healthcare costs.  But the reality is that in Rhode Island approximately 23% of your healthcare premium dollar goes to inpatient hospital care, which is often cited as one of the main culprits for rising healthcare costs. Nearly 60% of healthcare services are delivered in ambulatory or physician office settings, and as you know, utilization is difficult to control.
Of course, for large employers one option was to go self insured. Lifespan did so in February 2003 –  and since then our costs have increased approximately 7% per year.  We included preventive care and chronic disease management as a way to ensure healthier employees and reduced costs.   
And we have a robust Working Healthy program providing expanded health education and services including “Depression Initiatives” that provide multiple education forums and direct access to Employee Assistance services, as well as “preferred” appointments with Lifespan providers.   All of our sites are smoke-free. I am sure that many of you taken the same or similar actions.
Which leads me to my next topic – the need for healthcare reform.  I think it is important to distinguish between the two different conversations regarding healthcare reform - the one currently underway in Washington and the one that is needed in Rhode Island.  
The conversations in Washington are focused on expanding access to health care for all, reducing length of stay, and investing in primary care and research. These are all very good things to do. The largest percentage of the Medicare dollar is spent on providing care for individuals with chronic conditions such as diabetes, heart disease and respiratory conditions. 
I have always been intrigued by a proposal that Newt Gingrich offered during a visit to Rhode Island in 2005. He suggested that everyone who was about to receive Medicare health benefits must have a “Welcome to Medicare” physical examination – and if a condition were identified that would benefit from participation in a care management program, such as diabetes or heart failure, the individual must participate in the care management program or lose their Medicare coverage. These patients left unmanaged, become much more costly to address over time. 
Making sure that everyone has a “medical home” with a primary care physician who, in concert with a nurse practitioner, can help to prevent or provide early detection for chronic conditions will go a long way in enhancing the quality of life for individuals and will ultimately reduce health care spending. 
We recognize that accessible, high quality primary care is a fundamental building block of any efficient and effective health care system, and Rhode Island is no exception. However, Rhode Island, like the rest of the country, faces challenges to further develop a primary care infrastructure. There are wide discrepancies in physician incomes based on specialty which is further exacerbated by the burdensome debt load carried by most medical students, encouraging many to choose specialty practices that promise greater financial reward. Rhode Island physicians are further disadvantaged, as they are paid below average reimbursement rates. I believe both of these areas need to be addressed if we are to begin to rebalance our delivery system.
While health care reform seems to be moving on a fast track in Washington, we cannot and should not wait for a national solution to address shortcomings in Rhode Island’s healthcare system.
I would like to share with you three areas that I believe Rhode Island should focus on immediately. These areas focus on ways to eliminate or reduce significant waste and inefficiencies that hamper our delivery system. These can run the gamut of unnecessary or duplicative testing and procedures, wide variation in clinical service delivery or the paper chase that is so characteristic of our current system. 

First, we need to streamline administrative costs due to the complexities of the payment system.  Lifespan employs too many people whose job is to bill, code and collect across hundreds of different products within each plan.  For example, when an insurer develops customized products for employers involving higher and variable co-pays and deductibles, we find ourselves in the collection business and increasing our overhead expense.  There are millions of dollars that could be redirected to either expand access or reduce cost. Lifespan stands ready to work with the state regulatory authorities and the various payers to work on dramatically reducing these costly practices.
The second area is accelerating the use of information technology to improve quality, eliminate redundant diagnostic testing and streamline communication across different providers and labs. It is ironic that as sophisticated as the practice of medicine can be, the lack of connectivity and transferability of important health data using information technology is startling. However, there are some significant signs of  optimism and pride for the State of Rhode Island. The Rhode Island Quality Institute is an excellent example of an unprecedented collaboration of health insurers, hospitals, doctors, state officials, business leaders and others committed to improving quality in health care, most notably through the use of information technology. 
The creation of a secure health information exchange between providers, is viewed by the Quality Institute as a significant tool to dramatically improve health care delivery both in qualitative and financial terms. 
Doctors can log in during a checkup to find out when the patient last had a cholesterol test, and what it showed.  Or when writing a new prescription, they could quickly review what drugs their patients are already taking – and thus avoid potentially dangerous conflicts. 
This initiative and others championed by the Rhode Island Quality Institute will help lower the cost of health care, help the health care industry adapt to the changing technology and provide better, and safer health care in a more efficient manner. 
By the way, another activity led by the Rhode Island Quality Institute; Rhode Island Quality Partners and the Hospital Association of Rhode Island and supported by Blue Cross and United, is also a great source of pride for Rhode Island.  It is called the ICU Collaborative (Intensive Care Unit). Modeled after efforts in other states, designed by Dr. Peter Pronovost from Johns Hopkins – it is the first time all ICU’s in a state are participating in an effort to dramatically reduce ICU complications such as blood-stream infections and ventilator associated pneumonia. So far the results have been impressive but more on this at another time.
The third area is the need to consider the way services are delivered in this state.  I have found fascinating the discussion at the State House regarding the need for cities and towns to work together, consolidate services, and streamline administrative costs.  The same can be said about the healthcare system in Rhode Island. But more importantly, new models and paradigms for delivering healthcare need to be allowed to emerge as technology transforms medicine. 
If Roger Williams arrived today and had to design a healthcare system for a state that would have a million people – he would probably say “I need four 250 bed regional hospitals, and one 1000 bed tertiary care center.  I would want 1 major trauma center and a backup facility and 1 neo-natal intensive care unit.  I need 10-12 ambulatory clinics that provide basic emergency services, simple surgeries, physician visits, infusion therapies and selected diagnostics. And I want organized continuums of care to facilitate the management of care for the chronically ill or those in need of complex long term care services.”    

That is not the system we have today.  It is fragmented, with a series of providers including hospitals, that are operating at levels well below their licensed capacity and lack the resources needed for appropriate capital investment. Technology and financial pressures are driving patients out of the inpatient setting.  Many of the by-products from the federal government’s huge investment in research in the mid-90’s and early in this decade result in fewer hospitalizations and when admitted, shorter lengths of stay. These changes in hospital utilization disproportionately affect the non-tertiary hospitals.  Because of this, Rhode Island needs to consider a rational approach to the financial and clinical viability of its hospitals and consider promoting a restructuring of its hospital sector.  
Incentives should be provided to encourage combinations to occur while protecting jobs of direct care givers and guaranteeing the servicing of bonded indebtedness. For those institutions that do not wish to participate and remain stand-alone, perhaps a state-wide service bureau could be created, user owned, that would begin to achieve administrative savings in many core activities such as payroll, benefits, accounts payable, human resources, IT and so on.
The Lifespan-Care New England merger is not just about two large health care organizations getting larger.  It is about building on our two systems existing collaborations through a unified system. The merger will help to facilitate important new relationships and programs.  
Examples include the ability to support a primary care system to manage the care of the chronically ill, build a world-class unified program in breast cancer, the ability to develop an integrated continuum of care from prenatal to neonatal and ongoing pediatric care for children with developmental disabilities, creation of a world class integrated program for adults with severe and persistent mental illness or children with mental illness who are about to transition into adulthood.  
We work together now to develop those care models as best we can across different hospitals and different health systems but because they are different hospitals within different systems, seizing the full scope of the opportunity in front of us is beyond our grasp.

Lifespan itself is a result of the coming together of hospitals.  Over the course of the last decade we have taken steps to rationalize our own system, streamline activities, invest in a nationally recognized IT program and take out redundant costs. 
For example, we have 1 roboticized laboratory at The Miriam Hospital; one suite of radiation therapy equipment such as the gamma knife; the cyber-knife (soon); and Trilogy all at Rhode Island Hospital; the daVinci robot at The Miriam Hospital, and so on. As a result, we have been able to expand access to, and streamline the cost of these critical services. 
At this particularly difficult economic moment, I am glad we took the opportunity of stronger financial times to make investments in our infrastructure and in our workforce. 
In the last ten years, we have not only added 2,800 new employees to the Lifespan system, we have ensured that those employees have access to fair wages and excellent health and education benefits that support their continued growth and development. 

Lifespan has recruited physicians with international stature. Some of the most notable include:  

· Dr. Timothy Babineau joined Lifespan as the 18th president of Rhode Island Hospital in October 2008. He has eloquently spoken of his vision of the tripartite mission of Rhode Island Hospital. Education, research and outstanding patient care.  Dr. Babineau came to us from the University of Maryland Medical Center, where he was senior vice president and chief medical officer. During his tenure there he led an effort that resulted in the medical center being named to Leapfrog’s Top 50 Hospitals in the country for patient safety and quality in 2006 and 2007, an achievement shared by only a few select hospitals and medical centers.

· In December 2008, Frank W. Sellke, MD, became chief of the division of cardiothoracic surgery. This is a newly structured academic/clinical division that brings together the cardiac surgeons from both Rhode Island Hospital and The Miriam Hospital. Most recently, he was the Johnson and Johnson endowed professor at Harvard Medical School, and was a senior cardiovascular surgeon, as well as chief of cardiothoracic surgery and chief of cardiothoracic research at Beth Israel Deaconess Medical Center.  Dr. Sellke is nationally and internationally recognized for his superior clinical skills, and seminal and cutting-edge NIH-supported cardiovascular research. He brought with him three NIH grants to support his research dealing with collateral vessel formation in response to myocardial ischemia and inflammatory changes in blood vessels during heart surgery. 

· Also, last year, Peter Snyder, PhD, was appointed vice president of research for Lifespan.  In this new role, Dr. Snyder oversees the research strategy and development at Rhode Island, The Miriam and Bradley hospitals.   Dr. Snyder has an extensive background in both clinical care and research. He comes to Lifespan from Pfizer Global Research and Development, where he held the positions of director and early clinical leader in its central nervous system therapeutic area, and senior associate director of its world-wide clinical technology group in the department of clinical sciences. In addition, Dr. Snyder has held numerous teaching positions, including as a tenured professor of clinical neuropsychology and cognitive neuroscience at the University of Connecticut, serving as co-director of the masters of science program in clinical and translational research.  Dr. Snyder also currently serves as an adjunct professor in the Child Study Center, Yale University School of Medicine.
· And, A few years ago, Qian Chen, PhD, was recruited by Dr. Ehrlich to Rhode Island Hospital and Brown University as the director of cell and molecular biology and head of orthopaedic biological research. In 2007, the National Center for Research Resources, part of the National Institutes of Health, awarded Dr. Chen and Rhode Island Hospital an $11.1 million grant to study the prevention and treatment of skeletal joint diseases. The 5-year grant established the Center of Biomedical Research Excellence (COBRE) for Skeletal Health and Repair at Rhode Island Hospital and created a multidisciplinary team of scientists with its academic partner, The Warren Alpert Medical School of Brown University.   

The grant is one of the largest in the hospital’s history and was awarded at a time of intense competition for federal funding for biomedical research. Basic science findings from the COBRE center may lead to improved preventive strategies or treatments for joint diseases such as osteoarthritis, which affects an estimated 21 million Americans and is one of the country’s most common chronic illnesses. 

We, at Lifespan, have been able to make significant investments over the past several years that provide the platform for future growth and development.

Since 2000, we have made over $700 million in capital improvements such as the Bridge Building at Rhode Island Hospital which includes the new Emergency Department and the Baxt building at The Miriam Hospital. We renovated the Turner Building at Newport Hospital, and built the beautiful new patient building at Bradley Hospital, yet to be named, and made numerous investments in new equipment and upgraded technology. These improvements not only facilitate better and safer patient care, but also provide an enhanced work environment for our talented and dedicated workforce. This activity has also provided enormous economic benefit to our state through the creation of local construction jobs and the purchase of goods and services from regional vendors. 

This level of economic activity points to the third and final area I want to discuss – how healthcare can help stimulate the Rhode Island economy.  Taking action to reform the delivery system in Rhode Island - from the flow of information, to the methods of reimbursement to the actual settings of clinical care – will allow institutions such as Lifespan to reinvest in areas that will promote the economic development of the state such as life science research.  Some will argue that given Rhode Island’s proximity to Boston the state does not need an academic medical center with abilities to deliver tertiary and quarternary medical services, and conduct research. 

Let me share a few facts that some of you may not be aware of about the how an academic medical center can not only provide the best and latest care for patients, but serve as an economic engine for our city and state:

· Quality health care attracts revenue from outside of Rhode Island, while preventing loss of revenue from within the state.

· Academic medical centers draw patients from outside the local area for highly specialized services. 

· Out-of-state patients typically account for nearly 9 percent of our patient care revenue. 
· High-quality services that are accessible and relatively low cost, keep Rhode Islanders and those living in the 19 towns and villages in Massachusetts that border Rhode Island in Rhode Island. Keeping both jobs and care local.

· Including commercial insurers, Medicare and the federal share of Medicaid payments, an estimated 48 percent or $620 million of Lifespan’s revenues came from out-of-state sources. That means that nearly half of the dollars needed to support Lifespan hospitals come from outside of Rhode Island. 

I’d like to note a few facts about healthcare research at Lifespan: 

· During the eight years between FY 00 and FY 08, Lifespan research spending grew from $36M in FY 00 to $74M in FY 08 – a very significant increase.
· In the initial round of NIH research funding made available by the federal Stimulus package – Lifespan researchers submitted an additional $25 million in research projects in addition to their normal project proposals.  Last week we received notice of our first approval in the amount of $500K. 

· In terms of NIH research funding Lifespan hospitals collectively rank in the top 10 largest independent hospital/research institutes in the US-- approximately the same size as the prestigious Salk Institute; if the Lifespan/CNE merger is approved the new combined Lifespan research enterprise would have a unified NIH funded research base that would put us within striking distance of the world famous Cleveland Clinic.  NIH grants are very competitive.  Our success speaks to the quality of research conducted in Rhode Island.
· Lifespan’s research base employs approximately 852 people. If it were a stand alone entity it would be among the 50 largest employers in Rhode Island (including governmental agencies).  According to the Rhode Island Economic Development Corporation Top 100 employers, Lifespan’s research base employs more people locally than the following key companies: Textron, FM Global, the Providence Journal, Toray, Stanley Bostich, Cookson, and Ocean State Job Lot.  And it is nearly as big as Twin River Casino.
While we have made significant progress, we have a long way yet to go. And let me be clear about one thing, health services in Massachusetts and to a lesser degree, Connecticut, are mobilizing aggressively to take market share out of Rhode Island. This fact -  together with a static population in Rhode Island - means that both competition in the state and region will get more intense. In the face of this changing landscape, it is more important than ever to continue to invest in our research enterprise. 
Examples of the encroachment by Massachusetts and Connecticut into Rhode Island’s health care market include the recently opened Brigham and Women's/Mass General Health Care Center at Patriot Place in Foxborough, which offers a variety of outpatient and day surgery services.  Lifespan is committed to continuing to build its research enterprise – it is critical to our long term financial viability and to protect the charitable assets that many of those in this room have provided.  It will also allow us to continue to pull additional services back into Rhode Island from Massachusetts, which not only reduces the cost of health insurance for all of us but also increases economic activity in RI.  It will, most importantly, help us improve the quality of care provided to Rhode Islanders. 

But it will take significant financial resources to achieve the vision contained in the New Economy Strategies (NES) study and the Knowledge District concept supported and promoted by the Chamber and funded by many of us in this room.  

Some will say that during this period of economic downturn the resources are simply not available. I want to remind everyone that with adversity comes opportunity. 
As you may recall, in 1999, Harvard Pilgrim left Rhode Island. This caused much turmoil in the delivery of health care and concern about the continued escalation of the cost of health care. At the time, Lifespan was experiencing significant losses and our facilities were in dire need of repair. Also, the headquarters of Harvard Pilgrim, located in the jewelry district, in the Coro building, which comprises 280,000 gross square feet and a 920 attached parking garage, went on the market. We made the bold move to purchase the building with the expected impact that it spur the growth of our research enterprise, thus attracting more research funding and jobs. It worked, and our research grew exponentially. 
A lesson I learned a long time ago remains true today – in academic medicine the availability of space is frequently more valuable than the availability of money. 

Rhode Island must also continue to forge ahead with creative thinking about how to build and maintain our economy for today and tomorrow.   The economy will turn around. It may take time and there may be transformations in consumer spending patterns and business investment that will render them significantly different from today. History has documented that during times of economic recovery, Rhode Island has lagged behind the rest of the region and country. Rhode Island needs to begin thinking about committing resources today to seize opportunities in the future, as there is no guaranty that the benefits of the turnaround will be evenly experienced between the states.

Collectively, we have made commitments in the past to programs we have felt important for the economic health of the state:

· Providence Place Mall

· McCoy Stadium

· historic tax credits

· Convention Center  
· renovation of the Dunkin Donuts Center

Some of these investments represent innovative public private partnerships – some of these represent direct subsidies by the state.  The key point is – the partnership or the subsidy was provided because it was seen as important and indeed many of these investments have had major impact on state and local economies. 

Each is an important factor in maintaining Rhode Island’s excellent quality of life and enhancing the livability of our state. This quality of life is critical to Lifespan’s ability to recruit top notch clinical and professional staff to Rhode Island. What I am suggesting is that over the last 15 years or so Rhode Island has invested in its tourism and hospitality infrastructure.  It has invested in restoring dilapidated buildings and transforming neighborhoods.  I suggest to you that is time for to make a similar investment to create its knowledge-based economy through a series of public and private partnerships and direct support of its institutions of higher education. 

Not surprisingly the state has been in this position before. Dr. William Osler, Professor of Medicine at Johns Hopkins University and considered by many to be the founder of modern academic medicine gave the annual address to the RI Medical Society in 1899. 
He said, “The existing conditions in Providence are singularly favorable for a first class school. Here are college laboratories of physics, chemistry, and biology, and modern hospitals with 300 beds. What is lacking? Neither zeal, persistence or ability on the part of the physicians but a generous donation to the university of a million dollars with which to equip and endow laboratories of anatomy, physiology, pathology, and hygiene…” 

Obviously I believe that the emphasis should be on building our capabilities in biological and clinical sciences.  Biological research and ultimately the technologies that can serve as the anchor for a new generation of companies can be an important driver of the state’s economy going forward.  Some of this research will result in dead ends. Some of these companies will fail.  Some of this research will save lives and some of the resulting companies will be roaring successes.  
While the debate within the state occurs over the proper level of support to build the knowledge economy, Lifespan is moving to redevelop the Coro Building into a major research facility. Presently we have approximately 130K square feet of research space spread across a number of our facilities. I would like to see us develop a world class research facility at Coro that brings our researchers together to promote closer research collaboration, gain greater leverage out of our core research facilities and creates the opportunity for interdisciplinary research. 

Molecular research offers great promise in providing better diagnostic and therapeutic care in areas such as cancer, cardiovascular disease, and neurological conditions.  Translational research represents moving bench research that shows clinical promise of curing disease to the bedside for the benefit of patients. 
Building the knowledge economy simply cannot be done without financial resources. Sustaining a research base cannot be done without financial resources. 
It will take a concerted effort across both the public and private sectors to restore the health of Rhode Island’s economy.   I believe that the state’s health care system can play a significant role in the revitalization of Rhode Island’s economy, by: 
· Increasing out-of-state revenue

· Increasing cutting-edge research

· Creating additional jobs

· Controlling and reducing costs; and 
· helping to create the next generation of companies. 
Today, Lifespan is in a position to take a leadership role on a number of these key issues.  And we will—for the health of Lifespan as both an important community asset and a thriving business enterprise that can contribute to an economically vibrant Rhode Island.  
I want to leave you with a quote taken from the opening convocation of RI Hospital in 1868.  William Gammell said about the opening of RI Hospital, “It is a most important step in the social progress of the state, but it has not been taken until its necessity had long been acknowledged or until most of the states around us had sent us the example.”  
Now more than ever, Rhode Island needs bold plans and visionary thinking. We need not only to focus on attracting new businesses to Rhode Island, but encouraging and supporting existing corporations that are capable of growth. It will require all of us think beyond the usual constraints and imagine different constituencies coming together for the betterment of our state and the promise of a strong economic future for Rhode Island.  
Thank you.
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